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Ten Critical Problems Facing Management 


T MAY perhaps seem naive to remark 
I that after so many years of having 
government as its principal customer, 
American business should not allow it- 
self to become totally preoccupied with 
problems arising from government-busi- 
ness relations. 

It should be remembered that there is 
another set of problems whose solutions 
rest entirely with management. They 
are not the problems imposed by gov- 
ernment but rather problems that have 
always existed, and are decisive in a 
system of competitive free private enter- 
prise. 

The nature of these problems comes 
to light very vividly in letters, inquiries, 
and comments received by the American 
Management Association. They are in- 
dicated to us by opinions offered in 
connection with the planning of AMA 
conferences, and in discussions at the 
conferences themselves. 

While it is true that in only a few 
instances are individual companies fol- 
lowing any plan of “grand strategy,” 
anticipation of the intense competition 
the postwar period will bring is wide- 
spread. The motive power thus seems 
strong enough to warrant the hope that 
more concerted individual programs of 
rehabilitation will develop. 

These problems, as they generally 
seem to be recognized, are as follows: 

(1): Renovation of Organization Strue- 
tures. Interest in this problem is widely 
prevalent. Many companies have be- 
gun to realize that their organi- 
zation structures are antiquated, and not 





up to the job of maintaining their pre- 
war competitive positions. In some 
cases, executives have freely admitted 
that some of their personal concepts of 
organization are outmoded—too much 
slavish belief in.doctrinal ideas—line 
and staff—span of control—the military 
plan, etc. 

(2) Finding “Par” on Manufacturing 
Efficiency. This is an over-all problem 
on whose solution all the others listed 
have a bearing. For the past few years, 
cost controls have been almost blacked 
out, while cost-consciousness simply 
does not exist at all to any perceptible 
degree. In well-operated organizations, 
it took years, sometimes decades, to 
build a cost-minded organization. _ To- 
day all that great territory, figuratively 
speaking, is in enemy hands, and few 
factory managers will look lightly upon 
the job of recapturing it. 

(3) Improved Methods of Distribu- 
tion. Rationalization of marketing pro- 
cedures aimed at reducing selling costs 
was making an encouraging start in 
1940, but it was only a start. Market- 
ing organizations are nowhere near the 
level of efficiency generally forced upon 
production departments. The many in- 
quiries that AMA has received concern- 
ing the building of future marketing 
programs indicate a very earnest desire 
to reduce selling costs by throwing out 
many of the illogical procedures in 
warehousing, shipping, site selection, 
and advertising that existed prior to the 
war. The resolve on the part of many 

(Continued on page 2) 
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IN 
BUSINESS 


GENERAL OUTLOOK 

\-E day, and the-eonsequent adjust- 
ments in production schedules have had 
little effect on the general economy so 
far. Manpower is still tight in most 
sections of the country; civilian goods 
continue short, and in many fields— 
notably food and _textiles—shortages 
are not likely to be relieved for some 
time to come. 

Prospects are, however, that war busi- 
ness will shrink faster than reconversion 
can take up the slack during the next 
six to twelve months, and that some 
unemployment will result. Adding to 
this the inevitable falling off in overtime 
pay, it seems probable that some pur- 
chasing power will evaporate. An in- 
dication of the apprehension felt over 
this prospect in Washington is the cur- 
rent attitude of the NWLB. The Board’s 
announced formulas for determining re- 
conversion wages add up in substance 
to a plan for maintaining base rates at 
present levels; and there is every indi- 
cation that it intends shertly to set forth 
rules which will enable labor to recoup 
the losses caused by the return to the 
40-hour week. 

PRODUCTION 

The Cleveland Trust Company’s index 
of industrial production reached a point 
36.3 per cent (preliminary figure) above 
the computed normal level in March, as 
compared with 30 per cent above in 
December. The high for the war, 
achieved in October, 1943, was 40.6 per 
cent above. 

While V-E brought some cut-backs 
and cancellations, most concerns are re- 
ceiving sizable new orders, and backlogs 
continue heavy. 


SECURITY MARKETS 
The wartime rise (since August, 1939) 
in the average market value of stocks 
listed on the New York Exchange totaled 
31 per cent by the end of March, 1945. 
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During the same period the value of 
listed bonds rose 13 per cent. 


DISTRIBUTION 

Following a post-Easter recession, de- 
partment store sales have moved back to 
the high levels prevailing earlier in the 
year. In the week ending April 14, the 
rise over the corresponding period in 
1944 was 3 per cent; in the week ending 
April 21, it was 18 per cent; and in the 
week ending April 28, 10 per cent. 

There has been a slight tapering off 
in seasonal buying of men’s and women’s 
furnishings and ready-to-wear, attri- 
buted in part to greater consumer inter- 
est in values and utility. 


CONSTRUCTION 

Total building permits continued to 
decline in April, but with New York 
excluded, the trend in the rest of the 
country has followed the expanding 
pattern usually noted during the spring. 
Omitting the New York figures, total 
building permits issued in April in 214 
cities (Dun & Bradstreet tabulation) 
rose 8.7 per cent above March and 
23.3 per cent over the same month a 
year ago. 

Rapid advances in the construction 
field cannot be expected, however, as 
long as the lumber shortage continues, 
and that shortage is now more acute 
than ever. Production this year is esti- 
mated at 30,000,000,000 board feet, 
while total demand, even if present re- 
strictions are continued, is expected to 


be about 40,000,000,000 board feet. 


AGRICULTURE 

Although prices of farm products 
have not quite reached the levels pre- 
vailing at the close of the last war, the 
percentage advance from prewar prices 
has been greater. The Department of 
Agriculture’s index of farm prices 
rose from 89 (August, 1909-July, 
1914 = 100) in August, 1939, to 203 in 
April of this year, an increase of 
128.1 per cent. 

The rise during World War I was only 
105.9 per cent, the index reaching 210 
by November, 1918. 
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companies to improve their sales per- 
sonnel programs is also encouraging. 
Let us hope that the notoriously high 
turnover among salesmen, the feast or 
famine compensation policies, and the 
poor training programs that formerly 
existed will not reappear in the postwar 
years. 

(4) Doing a Better Public Relations 
Job. This may sound like blue sky, but 
it can be as tangible as money in the 
till. A public relations job for a com- 
pany simply consists in living right and 
telling people about it—and the latter 
is much more important than the former. 

(5) Learning To Communicate With 
Employees. Employers in America 50 
years ago would have been puzzled to 
have this posed as a problem of busi- 
ness, but in 50 years barriers of strange 
description have grown up between com- 
panies and their rank-and-file workers. 
In some instances, these barriers are a 
fabric woven out of suspicion and 
mutual distrust, and the veil becomes 
darker and more impenetrable as time 
goes on. The basic principle that em- 
ployers must accept is that their workers 
are still their employees whether they 
are unionized or not. At present, the 
country is thickly populated with dis- 
illusioned employers who repress their 
most elementary impulses of good will 
toward their employees simply because 
they have joined unions. Let these im- 
pulses be expressed in every form of 
communication that can be found; if 
they are not, then the barrier will grow 
higher and thicker. 

(6) A Fair Day’s Work for a Day’s 
Pay. Like number 5, nearly all the rest 
of these problems also concern employee 
relations, and the first in this group is 
perhaps the most difficult of all. During 
the war years, the humane ideal of not 
working people too long or too ardu- 
ously has been distorted; it seems to have 
given rise to the belief that a man should 
not try to earn as much as he can while 
he does work. The revelations made by 
George Rommey on abuses of this sort 
in the automotive industry probably 
could be duplicated in many other sec- 
tions of wartime industry. This seems 
to be an air-borne virus with which 
large numbers of industrial organiza- 
tions have become infected to some de- 
gree. Competition in both domestic and 
international markets may prove the 
most effective antiseptic. 

(7) Giving Merit Its Due. From all 





the signs, it appears that personnel “@ 


justments made during reconversion— 
layoffs, transfers, downgrading, etc.— 
may be made on the basis of seniority 
alone. This, because such a policy is 
expedient. The competitive handicap 
that will result will be serious enough, 
but a more important consideration is 
the fact that management will have 
abandoned a point of principle: namely, 
the principle that merit and ability 
should take precedence over straight 
seniority.in job preference. Rank-and- 
file employees and unions must be sold 
on the idea that the only fair way -to 
select the employees who are to be re- 
warded is on the basis of total per- 
formance—ability, service record, and 
length of service. 

(8) Handling the War Veteran. Man- 
agement is squarely in the middle when 
it comes to interpretations of the reem- 
ployment section of the Selective Service 
Act. Whether or not the unions win ac- 
ceptance for their contention that a 
veteran cannot displace another worker 
of greater seniority, the employer is 
left with a problem. But one thing can- 
not be overlooked: He cannot earn 
the ill-will of veterans as individuals or 
veterans as a bloc. 

(9) Unionization of ‘Management. 
The American Management Association 
has investigated this development with 
care, and the studies so far unmistakably 
indicate that this trend is not one that 
management dare neglect. Ninety-five 
per cent of American companies have 
regarded the unionization of foremen 
as the other fellow’s problem. If fore- 
men do unionize on a wide scale, it will 
be management’s fault, and if they do, 
it will be management’s loss. 

(10) Responsibility for Employee 
Security. Company security programs 
for employees—pension plans, group 
insurance, sickness protection—are call- 
ing for re-examination. For the most 
part these plans are relatively new in 
American industry—new from _ the 
standpoint that we have not lived with 
them long enough to learn how they 
really work over the long term. Ex- 
perience has been long enough, how- 
ever, to indicate that contingencies do 
continue to arise that upset the original 
calculations. 
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New Ideas for Handbooks 


We sometimes think that every pos- 
sible change has been rung on the em- 
ployee handbook since so many sizes 
and varieties of this useful implement 
have passed through our files. The in- 
genuity of personnel directors is end- 
less, however, and a number of new 
ideas have been used in the handbooks 
sent to us within the last few months. 

One is Your Dennison Guide, prepared 
by the Dennison Manufacturing Com- 
pany, Framingham, Mass., a booklet 
which has what our printer tells us 
should be called a “swatch” index. 
When the book is opened the complete 
index is visible, and the employee can 
find the item he is interested in by 
putting his thumb on it and lifting the 
pages at that point. 


REVERE COPPER AND BRASS 


Just received is the revised employee 
handbook of Revere Copper and Brass 
Incorporated, Rome, N. Y., which in- 
cludes several features we believe to be 
new. In the first place, the booklet is 
almost as instructive as a sound slide 
film in that pictures showing the em- 
ployment process, the suggestion system 
procedure, etc., have been arranged to 
show each step in its proper order. In 
the second place the humorous illustra- 
tions used in so many employee hand- 
books are here confined to the pages on 
the “must” type of regulation. Using 
the humorous line cut only in the section 
devoted to rules is, we believe, good 
practice, since experts seem to agree 
that a little humor is most acceptable at 
that point. 

An entirely new feature are the forms 
at the back of the book for recording 
earnings and payroll deductions. A 
number of companies have attempted to 
familiarize their employees with the 
facts about these deductions, but it seems 
to us that this is the best way which has 
yet come to our attention of achieving 
this much-needed type of education. 


OTHER NEW HANDBOOKS 


Other attractive new handbooks are 
those of the Calco Chemical Division. 
American Cyanamid Company, Bound 
Brook, N. J.; Bird & Son, Inc., East 
Walpole, Mass.; H. P. Hood & Sons, 
Boston, Mass; Lyon Metal Products, 
Inc., Aurora, Ill.; Swift & Company, 





Chicago, IIl., and United States Steel 
Export Company, New York 8, N. Y. 

An especially interesting feature in 
the handbook of the Lyon Metal 
Products company is a table of the dates 
on which the booklet has been revised— 
originally issued in 1936, it has now 
gone through 11 revisions. This listing 
seems to be an excellent way of demon- 
strating the usefulness of the handbook, 
since so many revisions would be un- 
likely if the company were not con- 


vinced that the handbook was being — 


read. 

The Hood booklet has a particularly 
attractive typographical layout in which 
color is used. For example, the heading 
“Social Activities” is preceded by a line 
in red italic type: “You are invited to 
join in.” 

SWIFT & CO. 


The new handbook of Swift & Co. is 
attractively illustrated and has a new 
feature in its foreword. Stating that the 
purpose of the booklet is to answer some 
of the questions that employees may 
be asking, this foreword goes on to list 
a number of questions calculated to en- 
list interest—a good device to induce 
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employees to look further into the book. 
Another interesting feature of the Swift 
handbook -is an attention-getting dia- 
gram featuring employment advantages 
at Swift. 

Dennison, Revere, and Swift have 
kindly offered to supply copies of their 
handbooks to AMA members on request, 
as long as the supply permits. Those 
interested should write W. H. Hussey, 
Employment Manager, Dennison Manu- 
facturing Company; C. S. Phillips, Per- 
sonnel Manager, Revere Copper and 
Brass; and Harold F. North, Director 
of Industrial Relations, Swift & Co. 


WAGE PLANS DESCRIBED 


A new type of booklet has come to 
our attention—one which is used simply 
to describe and explain the incentive 
plan, the way in which wages are de- 
termined and promotions come about. 
One of these is—do | get a raise?, pre- 
pared by Bliley Electric Company of 
Erie, Pa., and the other You and Your 
Wages, prepared by the American Seat- 
ing Company of Grand Rapids, Mich. 
Both are attractive in form, with text 
well suited to the purpose. F. A. Lenn- 
berg, Director of Industrial Relations at 
Bliley Electric Company, and H. J. 
Kelley, Manager of Industrial Relations 
at American Seating Company, will be 
able to provide a few copies of these 
booklets to AMA members. 





WHAT MANAGERS ARE SAYING 





FOREMEN 


I have read the summary of your report, 
“The Development of Foremen in Manage- 
ment,” which appeared in the New York 
Times. 1 worked as a foreman for 34 years, 
resigning a year ago, and from my experi- 
ence. I should say that the report is complete 
and correct. 

Incidentally, one corporation has an up-to- 
date foremen’s training program, yet works 
its foremen 12 hours a day.—Former foreman. 


ANNUAL WAGE 


We are convinced that the rejection of the 
Steelworkers’ demand for the annual wage 
by the War Labor Board panel will not bury 
the topic. There is every likelihood that the 
unions will make it one of their long-time 
goals, and we believe that industry should 
prepare, by long-time research study, to 
meet this problem.—Personnel Executive, 
Oil Company. 


EMPLOYEE VACATIONS 


At the outbreak of the war, this company 
faced a heavy labor turnover, plus absen- 
teeism. Through a survey, it was found that 
90 per cent of the workers never took a 
vacation away from home, even though they 
received a minimum of one week with pay 
every year. The company, therefore, . intro- 





duced a vacation plan designed to give the 
employees a chance to relax in the proper 
environment. 

A vacation bureau was engaged, and a list 
of 300 hotels, camps, farms, and resorts on 
the Atlantic Coast was compiled. From this 
list employees select their own rest spots. 
The bureau arranges rail and hotel reserva- 
tions, because the company president is con- 
vinced that “workers hate to write letters as 
much as I do.” 

Now each employee receives, in addition 
to his vacation pay, a prepaid order for all 
necessary expenses down to waiters’ tips, for 
one week’s outing. This costs the company, 
on an average, $48 per worker. Vacation 
accessories, such as traveling bags, are offered 
as prizes in production drives.—Director of 
Public Relations, Electronics Company. 


EXPORT MARKETS 


We have been hearing about the |tre- 
mendous export market Latin America ‘will 
offer in the postwar period, but we are look- 
ing at this a little skeptically for several 
reasons. 

Perhaps the most important one is that 
we may have to compete against Great 
Britain, which now has equipment every bit 
as efficient as American .equipment, and a 
much lower wage scale—Vice President, 
Machinery Manufacturing Company. 
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Trends Affecting Personnel Planning 
To Be Analyzed at Chicago Conference 


AMA’s Local Personnel Conference, 
to be held at the Palmer House, Chi- 
cago, June 14-15, will examine the eco- 
nomic trends to be taken into account 
in current personnel planning, from 
both long- and short-term viewpoints, 
and analyze the advances achieved in 
the field during wartime. 

The Industrial Relations Association 
of Chicago is cooperating with the 
AMA in sponsoring the conference. In 
conformity with ODT regulations, at- 
tendance is limited to those who live or 
work in the Chicago area, but the 
printed proceedings will be sent to all 
members of the Personnel Division as 
usual. 

BARGAINING TRENDS 

“Significant New and Future Labor 
Demands” will be discussed by Clar- 
ence O. Skinner, Automotive & Aviation 
Parts Manufacturers, Inc., at a session 
on “Trends in Collective Bargaining,” 
Friday afternoon, June 15. Other ad- 
dresses at this session will be “Prob- 
lems of Industry-wide Collective Bar- 
gaining,” by E. H. van Delden, Director 
of Industrial Relations, Libby-Owens- 
Ford Glass Company; and “Techniques 
of Collective Bargaining,” speaker to 
be announced. 


FOREMEN’S UNIONS 
“The Foreman’s Status in Manage- 





ment,” including the legal status of 
foreman’s unions, will be considered at 
the morning session, June 15. Among 
the speakers will be Professor Fritz J. 
Roethlisberger, Associate Professor of 
Industrial Research, Graduate School 
of Finance Administration, Harvard 
University; and Ralph Monk, Director 
of Industrial Relations, Caterpillar 
Tractor Company. 


OTHER TOPICS 


Other topics and speakers will in- 
clude: “National Labor Policy—De- 
veloping a Workable Pattern,” Hon. 
Wayne L. Morse, United States Senator 
from Oregon; “Full Employment—- 
Problems Involved, Conditions Re- 
quired,” Professor Theodore O. Yntema, 
Research Director, Committee for Eco- 
nomic Development; “War’s Impact on 
Labor Relations,” Almon E. Roth, Pres- 
ident, National Federation of American 
Shipping, Inc. 

Also, “War’s Lessons in Personnel 
Administration,” Garret L. Bergen, Per- 
sonnel Manager, Marshall Field & 
Company; “Personnel Adjustments 
During Reconversion,” Robert S. New- 
house, Industrial Relations Counselors, 
Inc.; and “Relaxation of Government 
Controls in Labor Relations,” Dr. .Leo 
Wolman, Professor of Economics, Co- 
lumbia University. 





Association to Elect 6 
New Board Members 


In Chicago, June 14 


Business Meeting to Follow 
Personnel Session 


The annual business meeting of the 
AMA will take place in conjunction 
with the Local Personnel Conference in 
Chicago, at the 
June 14. This business session, which 
will be presided over by Thomas Roy 
Jones, Chairman of the AMA Executive 
Committee, and President, 


Palmer House on 


American 
Type Founders, Inc., will take place at 
5 p. m., just at the conclusion of the 
afternoon session of the Personnel Con- 
Recommendations of the nom- 
inating committee for directors to take 
the place of those whose term has ex- 
pired will be made by Norman C. Firth, 


ference. 


Managing Editor, Dun’s Review. Alvin 
E. Dodd, President of the Association, 
will make his annual business report to 
the membership, and informal discus- 
sion will follow. 3 

At 12:30 on Friday, June 15, a 
luncheon meeting of the Board of 
Directors will be held at which officers 


for the ensuing year will be elected, and 
other AMA business considered. 
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PSYCHONEUROTICS 

Pertinent to current discussions of 
psychoneurosis among veterans are 
figures collected in an insurance survey 
some years ago. 

The study was made by Major Ed- 
ward Millea, formerly of the claims 
department of the Equitable Life As- 
surance Society, now Chief of the Re- 
employment Section, Selective Service 
Headquarters, New York City, who 
cited the findings at the Local Insurance 
Conference, March 21-22, in New York. 

One hundred cases of total and per- 
manent psychoneurotic disability to 
whom insurance companies had made 
lump-sum payments in settlement of 
claims were studied. Of these, 65 per 
cent had later*gone back to work. and 





a good percentage of the remainder had 
found themselves able to take part-time 
jobs. Only a very small percentage, in 
other words, actually remained totally 
and permanently disabled. 


SMOKING 


If local union leaders insist that 
workers be allowed to smoke in hazard- 
ous areas, management should seek the 
cooperation of the national organization 
in enforcing safety rules, said Percy 
Bugbee, General Manager, National Fire 
Protection Association, speaking at the 
Local Insurance Conference. 

“Some time ago,” Mr. Bugbee re- 
ported, “we took up with Mr. Green 
of the A.F. of L. and Mr. Murray of 
the C.1.0. the question of the union at- 





titude toward smoking; and we have 
both of those gentlemen on record in 
writing that it is the policy of the prin- 
cipal labor unions not to tolerate smok- 
ing by union labor in obviously haz- 
ardous locations. ... If management 
has good reason to prohibit smoking in 
certain areas, it should follow through; 
it can get relief from the high au- 
thorities of the union in the event of 
trouble.” 

However, Mr. Bugbee believes, man- 
agement may well liberalize its smok- 
ing policies at this time in places where 
the fire hazard is not a factor. Instead 
of prohibiting smoking entirely, he 
suggested, management might provide 
safe areas where employees can have 
an occasional smoke. 











